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botagins Economic 
sreements 


is not enough to have a world organization 

ch attempts to prevent wars after signs of trouble 

> developed. In order to have peace we must 

to eliminate the causes of war. The Economic 

Social Council of the proposed United Nations 

anization was designed to accomplish this ob- 

ve. Theoretically, the Council would serve as 

overall coordinator of the special-purpose agen- 

cies. Its success may depend largely on the wisdom 

with which the economic agreements are drawn up. 

Some agreements have already been proposed and 

are awaiting ratification by the nations of the 

world. Many of these nations are looking to the 

United States for leadership and withholding their 

signatures until they see what action we take. So 
far our record has been poor. 

The constitution for the Food and Agriculture 
Organization, which aims to increase the efficiency 
of agricultural production and raise world standards 
of living, was drawn up last summer. As yet this 
constitution has not been put before Congress for 
consideration. 

glo-American Oil Agreement which was 

» Senate as a treaty last August has been 

ed in the Senate Foreign Relations Com- 

re Petroleum Council provided for in the 

would have no enforcement powers, but 
in some cases the member governments would be 
responsible for carrying out its recommendations. 
Many oil companies in this country are so resentful 
of any possible regulation of their activities that they 
are vigorously opposing the treaty. They have pro- 
posed a revision of the treaty which gives only ad- 
visory powers to any international oil council and 
eliminates mention of prices and any reference to 
the Atlantic Charter. 

The Bretton Woods agreements calling for an 
international bank and a currency stabilization fund 
were proposed last July. War-torn countries are 
going to need these agencies to get them on their 
feet after victory. As a leader in world affairs we 
have an obligation to set in motion the process of 
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reconstruction and the opening up of trade channels. 
Yet favorable Congressional action on the Bretton 
Woods proposals is doubtful. 

A series of proposals making for order in inter- 
national aviation were presented to the recent avia- 
tion conference at Chicago. Since the delegates 
could not agree on the controversial points, an 
agreement was drawn up so that each nation could 
ratify those portions with which it concurs. Since 
the United States has great strength in the aviation 
field, we were not willing to vote for an organiza- 
tion which would divide up the aviation traffic 
among all nations. Under that kind of set-up we 
would probably not be allocated as much traffic as 
we can secure on our own. The American delega- 
tion opposed such an organization by calling it a 
super-cartel. If there is no international commission 
to set rates the supposition is that airline operators 
meeting together would fix rates much as shipping 
operators do now. Of the two methods, however, 
the latter would seem more nearly a cartel arrange- 
ment. . 

The present status of our international agreements 
seems to indicate several things. One is a great re- 
luctance on the part of the Senate to ratify any 
treaty unless its terms are so insipid that they are 
ineffectual, or unless the United States has come 
out on top in the agreements. Because treaties must 
be ratified by 2/3 of the Senate our conference 
negotiators can only support agreements which are 
favorable to us even though they may hurt other 
nations. It is hard to sell the idea that the health of 
the rest of the world has tremendous repercussions 
on our own health. 

This idea is particularly difficult for industry to 
grasp. In order for other people to buy our goods 
they must have money. We can’t lend them money 
indefinitely so we must try to promote conditions 
under which they can get purchasing power by sell- 
ing their goods or services. Grabbing all the air 
routes, sabotaging opportunities for nations to have 
equal access to oil and balking at monetary agree- 
ments are not policies calculated to promote world 
peace and prosperity. 
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Social Security Tax Freeze 


For the fourth successive time Congress has voted 
to freeze social security payroll tax deductions at the 
present rate of 29% (1% on employer and 1% on 
employee). This vote was in direct opposition to 
the stand of the administration, which favored 
allowing the automatic increase to 4% (2% each), 
provided in the law, to take effect on January 1, 1945. 

The difference in viewpoint of those who favored 
freezing the tax and those who insisted that the 
increase was justified was on the issue of whether 
or not our old-age benefits should be financed on a 
sound insurance basis. 

The provision for old-age benefits in the 1935 
Social Security Act was based on the principle of a 
large reserve built up from employee and employers 
contributions which were to increase gradually to 
the point that they would cover the cost of the bene- 
fits ultimately to be received. The law provided a 
beginning tax of 294 which would automatically in- 
crease by 1948 to 6%. 

Those who led the fight to prevent the automatic 
increase appear to hold the idea that a contributory 
social insurance plan does not require a large re- 
serve. The present contributions are not enough 
to cover the ultimate cost of the benefits for which 
the government has assumed liability. Actuaries 
who have studied the problem at great length esti- 
mate that the average cost of the benefits now pro- 
vided is somewhere between 5 and 7%. If we 
assume a 7°% level of annual cost, then the fund 
already has a deficit of $16,500 million. They argue 
that we risk the collapse of the old-age insurance 
system by doing what no private insurance company 
would do; namely, decreasing the premium rate at 
the same time we are assuming greatly increased 
responsibility for payments of future benefits. 

Those who wanted the freeze say that since the 
Social Security Trust Fund is in the form of gov- 
ernment bonds, the benefits will ultimately come out 
of general revenue in any case, and that there is 
therefore no need for a large fund. 

This point of view will lead to a breakdown of 
the whole idea of contributory social security. It is 
true that the interest on the bonds comes out of gen- 
eral revenue, but if there were no reserve fund the 
interest on bonds would be paid to private investors, 
and in addition the taxpayer of the future would 
bear the burden of fulfilling social security obliga- 
tions. The alternative would be to default on our 
obligations which are steadily piling up as more and 
more people come under the old-age pension system. 

The position of the Social Security Board and of 
Senator Wagner, who wrote the original bill, may 
be summarized briefly: 


1) By refusing to increase the tax we are jeopard- 
izing the financial soundness of our contribu- 
tory social insurance. 

Although it is evident that the present amount 
of the reserve is more than adequate for the 
benefits to be paid in the immediate future, our 
social security program is only beginning to 
get under way, and the amount of benefits 
which the government must pay will increase 
steadily. 

Present payroll taxes are in no way adequate 
to cover the benefits which will ultimately be 
received by the employees who are covered. 
One essential of a sound contributory social 


1 har “haw hanefitc ave 


2 


A 


3 


—_ 


hers © = 


when the fund is no longer adequate wouiu ve 
fair only if the benefits were to go to all groups 
in the population. Under our present Social 


Security laws only certain groups are covered. 


Whether or not the President vetoes the bill freez- 
ing the tax, it is to be hoped that Congress will soon 
take occasion to study and evaluate its whole policy 
in relation to social security. The financial basis of 
a social security program should be planned as part 
of the whole structure of government financing. 
This has not always been done; it is important that 
we not fail to do it now and in the future. The 
probable effect upon the total economy should be 
clearly understood when social security legislation is 
considered. 


The State Department and 
Public Opinion 


Last April Mr. Hull defined United Stat 


-policy as “the task of focusing and givins 


the world outside our borders to the w 

million people.” This, probably the most < 
cratic statement of principle ever to come from our 
State Department, is now being implemented. The 
creation of the new job of Assistant Secretary of 
State in charge of Public and Cultural Relations is 
another step in the direction of increased public 
understanding and responsibility for our foreign 
policy. Mr. Archibald MacLeish, in explaining his 
new position, said: 

“It is the duty of the Department,” he said, “to 
make available to the people, through the channels 
of public communication which now serve them, 
the information they require.” 
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